Green capitalism is a term that emerged as capitalists' response to the ecological crisis in which capitalist system can continue to grow by creating sustainability and applying market efficiency in nature commodities. Despite the fact that Japan has no longer committed to the Kyoto Protocol, Japan has been involved in green capitalism by establishing the East Asia Low Carbon Growth Partnership (LCGP) since 2011.
Introduction
As an industrial country, Japan had been known for having the highest environmental problem during 1950 until the 1960s. The increase of Greenhouse Gas Emission (GHG) produced by Japan keeps rocketing throughout the period. The significant increase depicted even after the adoption of Kyoto Protocol that took place in 1997, ratified in 2002 and implemented in 2005. Then, in 2006, there was an increase of GHG by 6.2 % from the basic year of 1990 [1] . The main factor of this rapid increase was due to the industrial activities as a result of Meiji restoration and post-world war II economic reform. The policy reformation has not only successfully turned Japan to be a country with fast economic growth, but also it created environmental problems. The massive industrialization which caused pollution in Japan poses the serious threat to human health specifically in disaster areas. Minamata disease, Niigata Minamata disease (food chain affected by mercury) and Yokkaichi asthma (air pollution) are three famous illness caused by acute pollution [2] . The condition was getting worse since Japan has low petroleum reserve which makes the country to be a net importer. Japan petroleum import began in 1950 when the government changed its energy security policy from domestic coal production to petroleum import. The importation of petroleum is needed to support economic growth. Japan's development policy also has changed after the first oil crisis, which based on three pillars: energy security, environmental protection, and economic efficiency [3] . Japan's domestic environmental policy has constantly been changed since late 1980.
The awareness of environmental aspect appears since Government of Japan (GOJ) and business affiliates gave more attention to the global environmental issue. The two groups realize that by giving attention to the environmental issue, it does not only mean preserving the environment but also maintaining Japanese industry itself. The principle is known as "Sekainisuru Kokenkokka", a country that contributes to the world.
The shift in Japan's domestic policy is viewed as a strategy to overcome the recent challenge. The Japanese government has been very critical on the global environmental issue such as climate change. In this case, Japan's commitment to the environmental policies was reflected on White Paper released in 1988. The paper briefly explains Japan's status as a country with the mature economy and also its contribution to preserving environmental aspect by implementing technology capabilities and experience. GOJ sets out some rules and laws to overcome domestic environmental problems and reduce environmental pollution significantly. Between 1945 and 2005, GOJ had imposed about 100 environmental laws. The realization of legal basis shows DOI 10.18502/kss.v3i5. 2339 Page 292
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The 1st ICSEAS 2016 rapid move considering that 32 laws had been implemented during 1989 until 2005 with the purpose of protecting the domestic and global environment. GOJ sees the environmental law as an efficient and effective strategy to adjust with latest the environmental problem [4] .
Japan is also an active participant of the United Nation Framework Convention on Climate Change (UNFCCC) which has focus on GHG implementation as a stepping stone to Kyoto Protocol (KP) which regulated stricter regulation and requiring time Asia Low Carbon Growth Partnership" (LCGP). Through this LCGP, Japan has offered policy proposals to review the GHG emissions targets from a zero base and developed bilateral offset mechanism (BOM) [5] .
The BOM initiated by Japan is known as "Joint Credit Mechanism" ( JCM) with the purpose to evaluate the contribution of CO 2 from overseas countries. The countries that have been the target of the programs are Indonesia, Vietnam, Malaysia, Thailand, Myanmar, Cambodia, Mongolia, Bangladesh, Palau, Samoa, Fiji, Tonga, Vanuatu, Kiribati, and Tuvalu. In Indonesia, JCM projects cover some big cities located in Surabaya, Bandung, Jakarta, and Medan [6] . In this context, the bilateral cooperation on carbon trade between Japan and Indonesia began in 2010 under the National Action Plan for Addressing Climate Change program. Also, the low-carbon growth partnership between Japan and Indonesia under the JCM has started since 2013. This cooperation is based on the interests of trade and investment between Indonesia and Japan by implementing low-carbon projects where Japan commits to lower Greenhouse Gas Emissions (GHG) up to 25 % below 1990 by 2020 [7] .
This study uses qualitative and descriptive methods through literature study and existing statistics as the resources to apply domestic politics theory and concept of green capitalism. This study aims to analyze the influence of Japan's domestic politics, including the preferences and values of its domestic politics actors. By adopting domestic politics theory in the context of the implementation of green capitalism in Japan, it is expected to understand bilateral relations between Japan and Indonesia in formulating the low-carbon growth partnership to implement JCM scheme.
Joint Crediting Mechanism Cooperation between Japan and Indonesia
Japan is not participating in the second commitment period of Kyoto Protocol which started in 2013, and thus not allowed to trade emission credits internationally. The balance between demand and supply of credits is severely affected, and the carbon price is falling drastically to under one euro. Many problems of CDM (Clean Development Mechanism) as one of the flexible measures of Kyoto mechanism, are the reason for Japan not to participate. One of the major obstacles in developing CDM projects is the satisfaction of strict "additionality" criteria. Besides that, another obstacle which limits the wider use of the mechanism is the difficulty of applying CDM to projects in the transportation sector and the energy conservation sector. To give solutions to these problems and to promote further mitigation measures in the future, Japan proposed new mechanism which is called Joint Crediting Mechanism ( JCM)/Bilateral Offset Credit Mechanism (BOCM) [8] .
Japan already signed bilateral agreements of JCM with Indonesia in August 2013. The JCM encourages cooperation between Japanese and Indonesian institutions to promote implementation of low carbon development activities in Indonesia. This scheme (see Fig. 1 ) encourages GHG emissions reduction activities on a large scale which is targeting emission reduction more than 100 000 t CO 2 /yr. Japanese local governments, research institutes, private companies and universities are co-operated and adjust the advanced low carbon technologies and systems to fit the local conditions to establish sustainable operation and maintenance systems in Indonesia [9] .
The main feature of the JCM is that it promotes climate change mitigation actions through bilateral agreements mainly between developing and developed countries. The JCM cooperation scheme [14] .
The main types of JCM activities include a feasibility study (FS) and projects with incentives from GOJ. If it is considered as a feasible project to be implemented and approved by both countries, the FS can be continued into the project implementation. From various studies that have been done, the Joint Committee will select some pilot projects and it must be approved to be acknowledged under the JCM scheme after going through the validation process. After passing the process, it will be registered under JCM scheme (see Table 1 ) [12] . The purpose of running this pilot project is to test the methodology and project cycle JCM [13] . The initiative project can be proposed by the entity from Indonesia and Japan. If an Indonesian entity has an initiative but does not have Japanese partners yet, the Indonesia JCM Secretariat may consider informing the proposed initiative to the Government of Japan to be disseminated to the Japanese institutions (including companies) whom may be interested [9] .
Then, financing program to implement JCM is funded not only by MOEJ and METIJ, but also the collaboration projects supported by JICA and other financial government agency. MOEJ is responsible for financing model projects (see Table 2 ) includes facilities, equipment, vehicle, etc. which reduce CO 2 from fossil fuel combustion as well as construction cost for installing those facilities. Meanwhile METI Japan is responsible for financing JCM demonstration projects that will be implemented by NEDO (New Energy and Industrial Technology Development Organization), which supports the project costs necessary to verify the amount of GHG emission reduction in line with JCM rules and guidelines. So, there are some model for funding the programme, namely JCM model projects-REDD plus, JCM demonstration projects, ADB Trust Fund and JCM special financing scheme [14, 15] .
The credit will be distributed by the JCM registry system which is developed and maintained to ensure the accurate accounting of the issuance, transfer, acquisition, cancellation and retirement of the JCM credits. The system to manage all the data, with the primary task is to operate a database for collecting, verifying and tracking data from the project participants. This is similar to the way that bank records balances and movements in money using accounts allocated to individuals or other entities. Issued credits in each issuance by the JCM Joint Committee are described based on the year of emission reduction [16] .
Domestic Politics of Green Capitalism in Japan
Green capitalism is a term referred to the capitalists' response to the ecological crisis in which capitalist system can continue to grow by creating a 'sustainable'and bringing market efficiency in nature commodities [17] . Therefore, the vision of a green capitalism is associated with activities that can directly apply green commodities such as renewable energy sources, avoid toxic chemicals and reuse or recycle product [18] . Green capitalism has three variants, namely green new deal, green stimulus and green economy [19] . The implementation of the green new deal in Japan provoked the debate when it was launched in April 2009 by Japanese Ministry of Environmental (MoE). The contradiction appears since green new deal is also related to social overhead capital, green consumption, and green investment [20] . The most debatable issue is related to green investment that requires to limit domestic and trade as the market form of carbon market and establish a green tax in Japan. [21] . In order to assess the role of domestic actors, there are two distinct groups which can be identified: domestic political group, namely the executive (bureaucracy in various departments or ministries) and legislative; domestic societal interest groups [22] . Meanwhile, domestic actors behave according to the preferences,
interests, values and roles played [23] .
The establishment of a bilateral agreement between Japan and Indonesia under JCM for Low Carbon Growth Partnership cannot be separated from domestic politics regarding the climate change policy of Japan. It is influenced by domestic political groups (executive and legislative) and domestic societal interest groups. In this case, the role of legislative is limited since the elites do not get significant feedback from parliament and Japanese Prime Minister. As for the executive elites, the move is more aggressive that focused on Ministry of Economy, Trade, and Industry (METI), Ministry of Environment (MoE) and the Ministry of Foreign Affairs (MoFA) [24] . Meanwhile, domestic societal interest groups consist of shingikai (climate policy experts and interest groups such as environmental scientists, business representatives, electric utility companies, consumer advocates, non-governmental organizations and environmental activists) as an instrument to provide the input for environment and energy policy making in Japan [24] .
The Japanese ministries are fully aware of the potential friction that might appear.
As a way to respond the competition, the Japanese ministries act fairly towards any with NGOs focused on climate change, and MoFA also shares this view, and often dependent on public opinion as well as the pressure from abroad to compete METI [26] . In term of political affiliates, each ministry also has its preferences, MoE has closer relations with the Democratic Party of Japan (DPJ) than the Liberal Democrat
Party (LDP). In this case, the LDP maintains its intimate relations with METI and Nippon
Keidanren which is known as "iron triangle" [27] . Basic Bill, the DPJ also emphasizes that domestic ETS is starting on 2011 [29] .
As a response to Japanese reshuffle in 2009, the preparation of ETS is being intensified. On its report, GOJ shows several mechanisms for a mandatory scheme that begins on 2013 and Japan's commitment to reducing 25 % GHG by 2020. However, in December 2010, the DPJ cancelled the implementation of ETS primarily because of the opposition from Japan iron triangle (LDP-METIJ-Keidanren). Nevertheless, instead proposed ETS, previously, DPJ also proposed the implementation of the carbon tax and feed-in tariffs (FIT), especially to overcome the opposition from Japan's iron triangle to meet the target based on Japan's commitment to reduce greenhouse gas emissions and dependency on nuclear power plant. Therefore, for controlling CO 2 emissions related to energy, the implementation of green capitalism through carbon tax to mitigate climate change was introduced in 2012 [30] . The proposal of the carbon tax by DPJ has been supported by Social Democratic Party (SDP) of Japan, which put forward the efforts to mitigate climate change [31] . Environmental organizations in Japan also shows support for the government on ETS [32] . It can be seen from the proposals submitted by the Japan Center for a Sustainable Environment and Society ( JACSES) in support of the role of the MOE to implement the green capitalism in Japan by domestic cap and trade, carbon tax and energy efficiency [33] .
In contrast, the business federation in Japan such as Keidanren (Nippon Keidanren) supporting the climate change mitigation efforts by the sectoral approach. In this regard, Japanese industries can put their performance to implement high-level efficiency of technology, low-cost option and avoid burdensome policies, by applying
Voluntary Action Trade Scheme (VATS) to reduce GHG emission [27] . According to Keidanren, the significant achievement of Japan in energy conservation have been leaving little space for reducing emissions. It is caused by a policy that limits the production or other economic activity such as domestic emission trading that might give impact on social welfare, employment, and industry competitiveness. Other possible implication that might appear is carbon leakage, which means other countries will produce a high level of emission since the country does not commit to the rules. So that, it becomes strenuous efforts to control greenhouse gas emissions globally. The situation seems true after Kyoto Protocol, gas emission keeps increasing [34] .
In Japan, any new national laws to reduce GHG emissions must pass the National The global situation on gas emission that is still far from the objective makes Keidanren suggests the GOJ to consider taking proactive initiatives aimed at achieving low carbon society on the global scale. This initiative can be done for example by proposing an international framework to take advantage of the advanced Japan technology to reduce greenhouse gas emissions worldwide. Furthermore, GOJ should also propose the use of Japan's technology for the refining of energy-saving and the world-class low-carbon technologies. Also, the business community will promote the initiative through the international forum of business association such as the Major Economies Business Forum on Energy Security and Climate Change (BizMEF) and take the further concrete action aimed to reduce emissions at the global scale. Keidanren considers that to achieve the reduction of emissions based on the circumstances of each country, there is a need for a new mechanism to cover shortcoming of Clean Development Mechanism (CDM) by establishing Bilateral Offset Mechanism (BOM) (name tentative)
to address carbon emissions that are simplified objectively and practically. Keidanren also mentioned that Japan needs to examine potential methodologies and other details related to the bilateral relationship through the establishment of a joint committee, to create a mechanism that will actually contribute to mitigating climate change, where the Japanese industry will take a leading role in implementing projects individually [34] .
Formulating Low Carbon Growth Partnership (LCGP) between Japan and Indonesia
The establishment of the LCGP was first proposed by Japan at the East Asia Summit The government of Indonesia realizes the importance of the carbon market in the form of green growth strategy which part of the low-carbon development plan. The government shows that the program provides various benefit such as the increasing sustainable development, job, level of technology, maintain the quality of the environment. The implementation of carbon market mechanism through bilateral and regional mechanism is meant to foster low carbon development. The new mechanism is needed considering that since the end of Kyoto Protocol there is no multilateral forum that provides flexible mechanism for all countries [7] . Indonesia hopes that Japan will provide constant assistance on developing six economic sectors covering Metropolitan Priority Area (MAP). The main supportnce that Indonesia need is regarding technical limitation that is why the government hopes that Japan advanced technology such as power generation, geothermal power, water supply and sewerage system, railways, urban transportation, food security, and energy security will provide a compact solu- views and input from non-governmental organizations, including companies [13] . After that, Japan and Indonesia have designed some ground rules for the implementation of JCM in low-carbon growth partnership agreed in August 2013. As part of these preparations, the Government of Japan through some ministries has provided grants to Japanese companies to conduct feasibility studies for the implementation projects under the scheme of JCM in Indonesia [7] .
Conclusion
Political debate on the implementation of green capitalism appears within Japanese domestic politics. The pros and cons reveal precisely on the realization of carbon market mechanism, feed-in tariff, and the carbon tax. The debate indicates that there is a difference among domestic political groups and domestic interest group. The condition triggers Nippon Keidanren to search for other solution for reducing emission by submitting a proposal to Japan Government. Keidanren suggests that Japan Government must apply Bilateral Offset Mechanism (BOM). The mechanism points out that Japan business affiliates need financial support from the Japanese government as well as other government so that the industry can cooperate with other foreign companies. Indonesia is considered as an important partner for Japan on the implementation of low carbon growth partnership. The cooperation among Indonesia and Japan is based on historical interest in which Japan has been invested in Indonesia for a long time. Indonesia's status as developing countries is also another benefit for Japan.
As the follow-up action, Keidanren suggest that Japanese Government needs to formulate bilateral cooperation by implementing low carbon energy project and applying renewable energy. As developing country, Indonesia needs financial assistance from other countries to implement green capitalism successfully. The bilateral cooperation has developed dynamically starting from Bilateral Offset Mechanism (BOM) and Joint
Credit Mechanism ( JCM). To conclude, the implementation of LCGP between Japan and Indonesia displays not only mutual interest on trade and investment of both parties but also reflects a compromise between different domestic political actors' position on climate change issue in Japan. The cooperation also indicates that the green capitalism is possible in the form of government cooperation, initiated by the Japanese government with foreign countries in dealing with the environmental issue, yet it is still acceptable from business community's point of view.
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